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lEPORT  OF  GEORGE  W.  MILLER,  SUPERINTENDENT  OF  THE 
INSURANCE  DEPARTMENT  OF  THE  STATE  OF  NEW-YORK  :  OF 
HIS  EXAMINATION  OF  THE  SPECIAL  CHARGES  AGAINST  THE 
OFFICERS  AND  TRUSTEES,  AND  THE  GENERAL  CONDITION  OF 
THE  AFFAIRS  OF  THE  MUTUAL  LIFE  INSURANCE  COMPANY 
OF  NEW-YORK. 

Very  soon  after  entering  upon  the  discharge  of  the  duties 
)f  Superintendent  of  the  Insurance  Department,  rumors 
:ame  to  my  knowledge,  soon  followed  by  direct  charges,  of 
nalfeasance  in  the  management  of  The  Mutual  Life  Insurance 
Tompany  of  New-York.  These  charges  were  of  so  serious  a 
;haracter,  presented  with  so  much  distinctness,  and  urged  by 
.uch  parties,  that  a  thorough  investigation  into  their  grounds, 
ind  into  the  general  state  of  the  affairs  of  the  company, 
ieemed  by  every  consideration  to  be  demanded.  This  com- 
)any  had  so  long  occupied  such  a  leading  position,  the  inte- 
ests  involved  in  its  solvency  and  good  management  were  so 
;ast  and  extended,  that  while  any  unnecessary  alarm  was  to 
>e  deprecated,  it  was  yet  due  to  the  tens  of  thousands  so 
leeply  interested  to  know  from  some  patient,  faithful,  official 
ixamination,  the  actual  character  of  the  management  and 
:ondition  of  the  company.  Every  effort  has  been  made  to 
■nake  the  investigation  thorough  and  complete.  It  has  been 
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continued  through  a  period  of  about  three  months.  Over  six 
hundred  foolscap  pages  of  testimony  have  been  taken^  and 
the  books  of  every  description,  as  well  as  the  assets  of  the 
company,  have  been  carefully  examined.  It  is  but  just  and 
ixoper,  before  •^proceeding  to  detail  the  results  of  my  investi¬ 
gations,  to  state  a  few  facts  in  relation  to  the  peculiar  circum¬ 
stances  under  which  the  examination  was  commenced  and 
conducted.  The  principal  party  who  had  preferred  charges 
of  a  specific  character  against  the  officers  and  trustees  was 
Mr.  J.  W.  McCulloh,  who  kindly  furnished  a  copy  of  such 
charges,  and  who  attended  and  participated  in  the  proceed¬ 
ings  throughout.  Every  facility  for  the  fullest  investigation 
was  most  cordially  afforded  to  Mr.  McCulloh  and  myself  by 
the  officers  of  the  company.  As  fully  showing  the  relations 
of  Mr.  McCulloh  to,  and  the  facilities  accorded  him  in  the 
examination,  I  here  quote  from  the  reporter’s  minutes,  page  i : 

Mr.  McCulloh  asked  if  he  was  at  liberty  to  have  counsel. 
He  noticed  that  Mr.  Sewell,  the  counsel  of  the  company,  was 
present,  and  it  might  be  necessary  for  him  to  have  counsel  to 
assist  him  in  the  matter. 

**  Mr.  Sewell  said  he  appeared  for  the  company,  but  his 
only  object  was  to  elicit  the  truth  and  to  have  all  the  facts 
properly  brought  before  the  Superintendent. 

“  Mr.  Miller  said  he  proposed  to  conduct  the  examination 
himself,  in  his  own  way,  but  that  any  suggestion  Mr.  McCul¬ 
loh  wished  to  make  could  be  made  to  him,  and  he  could  at 
any  tinae  send  for  counsel  if  he  felt  it  necessary  to  do  so. 

Mr.  Winston  said  it  seemed  to  him  that  the  examination 
should  take  the  course  suggested,  so  as  to  perfectly  explain 
and  investigatp  these  matters.  (Here  followed  some  remarks 


\ 


REPORT.  ,  5 

by  Mr.  W.  in  reference  to  the  nature  of  the  charges,  and  in¬ 
viting  the  fullest  investigation,  etc.) 

Mr.  McCulloh :  I  am  perfectly  willing  to  go  on  with  the 
examination,  with  the  understanding  that  if  I  feel  it  neces¬ 
sary  I  can  send  for  counsel 
1 

Mr.  Miller  :  You  can  send  for  counsel  if  you  wish,  or 
make  any  suggestions  you  choose  ;  and  of  course  I  shall  hear 
any  suggestions  from  the  other  side.  My  object  is  to  arrive 
at  the  truth,  to  satisfy  my  own  mind  as  representing  the  de¬ 
partment  which  is  vested  with  the  power  to  make  such  inves¬ 
tigations.  Of  course  I  have  nothing  to  do  with  any  other 
department  or  with  any  committee.  I  am  acting  solely  as 
the  Superintendent  of  the  Insurance  Department  in  this 
matter.  I  do  not  wish  to  foreclose  or  forestall  any  other 
investigation.  I  shall  exercise  my  discretion  to  the  best  of 
my  ability  in  determining  what  is  the  fair  and  proper  investi¬ 
gation  to  make.’* 

The  examination  was  then  proceeded  with.  Quite  a  num¬ 
ber  of  charges  against  officers  and  trustees  were  preferred. 
Without  following  the  exact  classification  or  order  in  which 
they  were  presented,  I  shall  proceed  to  give  the  substance  of 
the  charges  in  my  own  language,  and  the  conclusion  arrived 
at  upon  each,  with  the  general  results  of  my  examination. 

The  charges  were  substantially  as  follows  :  First,  that  the 
President,  F.  S.  Winston,  and  the  Vice-President,  R.  A. 
McCurdy,  had  exercised  undue  control  over  the  management 
of  the  affairs  of  the  company,  by  and  with  the  consent  of  the 
trustees,  and  that  they  had  held  that  control  and  continued 
themselves  in  office  by  improperly  obtaining  and  using 
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Neither  branch  of  this  charge  was  established.  The  testi¬ 
mony  tended  to  show  only  such  a  reasonable  degree  of  confi¬ 
dence  on  the  part  of  the  trustees  in  the  President  and  Vice- 
President  as  would  naturally  exist  between  honorable  and 

intelligent  men,  and  the  existence  of  such  an  influence  as 

% 

should  be  accorded  to  any  gentlemen  who  had  been  deemed 
worthy  to  hold  such  positions  ;  and  I  have  been  unable  to 
discover  that  that  confidence  was  misplaced,  or  that  influence 
improperly  exercised.  As  to  the  obtaining  or  use  of  proxies, 
there  was  no  evidence  of  any  wrong.  So  far  as  the  testimony 
went  upon  this  subject,  it  showed  that  the  elections  had  been 
fairly  and  honorably  conducted. 

'  Second.  That  the  President  had  made  loans  contrary  to  the 
provisions  of  the  charter,  particularly  to  Mr.  Husted,  one  of 
the  Trustees,  in  1864,  and  to  Hon.  Horatio  Seymour,  or  to 
John  F.  Seymour  and  Colonel  North,  agents  for  the  State  of 
New-York,  when  Horatio  Seymour  was  Governor,  for  rendering 
aid  to  New-York  troops  in  the  field  in  1863. 

This  charge  was  very  fully  examined.  So  far  as  the  Husted 
matter  is  concerned,  there  was  no  evidence  to  show  that 
any  loan  was  made  to  Mr.  Husted,  but,  on  the  contrary,  that 
the  President  expressly  declined  to  make  a  loan  to  Mr.  Hus¬ 
ted,  at  the  same  time  informing  him  that  the  charter  prohi¬ 
bited  loaning  upon  personal  securities,  but  that  he  could  pur¬ 
chase  his  government  bonds.  The  transaction,  according  to 
the  testimony  of  both  Husted  and  Winston,  was  not  a  loan, 
but  a  purchase  of  the  bonds  of  Mr.  Husted,  which,  before 
completion,  was  rescinded  by  consent  of  both  parties,  and  with 
no  loss,  or  possibility  of  loss,  to  the  company.  As  to  the  se¬ 
cond  branch  of  the  charge,  the  facts  seem  to  have  been  that. 
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by  an  act  of  the  Legislature  of  this  State,  passed  in  1863, 
chapter  224,  the  sum  of  ^200,000  was  appropriated  for  the 
relief  of  sick  and  wounded  New- York  soldiers,  etc.,  and  the 
Governor  was  authorized  to  appoint  agents  for  the  purpose 
of  carrying  out  the  objects  of  this  act. 

To  facilitate  the  operations  of  these  agents,  Messrs.  Seymour 
and  North,  an  arrangement  was  made  between  the  Governor 
and  the  Comptroller  on  the  part  of  the  State,  and  Mr.  Win¬ 
ston,  by  which  the  agents  were  to  be  allowed  to  make  drafts 
upon  Mr.  Winston  in  New- York,  and  he  was  to  cash  them 
and  receive  the  amounts  so  advanced  from  the  State  on  pre¬ 
sentation  of  the  drafts  at  the  Comptroller’s  office  in  Albany, 
out  of  the  moneys  appropriated  as  aforesaid. 

Under  this  arrangement,  some  thousands  of  dollars  were 
advanced  by  Mr.  Winston,  all  of  which  was  duly  returned  by 
the  State.  If  this  was  a  stretch  of  authority  on  the  part  of 
Mr.  Winston,  the  circumstances  under  which  it  was  exercised 
were  so  peculiar,  the  irregularities  occurring  in  every  depart¬ 
ment  of  government  from  alleged  necessity  so  common,  the 
public  necessities  so  great,  the  object  of  the  departure,  if  any 
was  made,  so  commendable,  and  the  probability  of  loss  so 
slight,  that  I  have  no  hesitation  in  believing  that  every  gene¬ 
rous,  patriotic  man  will  agree  with  me,  in  pronouncing  this 
action  of  President  Winston  as  far  more  to  be  commended 
than  denounced. 

Third.  That  the  President  and  Vice-President,  by  false  en¬ 
tries  in  the  books  of  the  company,  had  imposed  on  the  Trus¬ 
tees  and  policy-holders  in  different  ways.  First,  in  relation  to 
bonuses  or  gratuities  paid  to  officers  ;  second,  by  including  as 
actual  cash  receipts  the  dividends  of  the  next  preceding  year 
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left  by  policy-holders  to  secure  additions  to  policies  ;  third, 
by  falsely  entering  sums  paid  to  maintain  their  influence  and 
control  over  the  company,  to  influence  legislation,  etc. 

I  cannot  find  that  either  branch  of  this  charge  has  been 
sustained.  Tlie  bonuses  paid  to  officers  were  paid  upon 
the  recommendation  of  a  special  committee  to  whom  the  sub¬ 
ject  was  referred  by  the  Board  of  Trustees,  and  the  report  of 
which  was  adopted  by  the  board,  and  the  payments  in  pursu¬ 
ance  of  such  report  were  fully  understood  and  ratified  by  the 
board.  As  to  the  manner  of  charging  the  amounts  so  paid, 
there  seems  to  have  been  no  secrecy  or  fraud,  although  the 
system  of  payment  by  a  percentage  upon  dividends  was  aban¬ 
doned,  and  no  longer  prevails.  The  simple  question  of  the 
amount  of  compensation  which  is  paid  to  officers  is  one  over 
which  the  Superintendent  claims  no  jurisdiction,  except  as  it 
is  involved  in  some  way  with  a  charge  of  fraud  or  bad  faith. 

t 

I  have  been  unable  to  discover  either  in  this  case.  As  to  the 
second  branch  of  the  charge,  it  was  clearly  established  that 
the  system  of  charging  as  actual  cash  receipts  the  dividends  of 
the  preceding  year,  was  adopted  after  full  discussion  by  the 
officers  and  actuary,  all  agreeing  to  its  correctness,  and  after 
submission  to  and  approval  by  the  late  Superintendent.  In 
reference  to  entries  charged  to  have  been  falsely  made,  of 
moneys  used  or  paid,  in  fact  to  maintain  the  power  of  the  offi¬ 
cers,  or  influence  legislation,  I  find  that  certain  sums  were 
paid  to  parties,  and  charged  to  tax  account,  the  explanation  of 
which,  as  frankly  afforded  by  the  officers,  is,  that  these  sums, 
amounting  to  a  few  thousand  dollars,  were  paid  to  the  parties 
named  in  the  entries,  to  secure  their  services  in  behalf  of  the 
company  in  appearing  before  committees  of  the  Legislature 
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and  of  Congress,  to  oppose  the  passage  of  measures  which 
would,  if  enacted,  have  largely  increased  the  taxes  of  the  com¬ 
pany,  and  in  other  ways  been  prejudicial  to  its  interests,  I 
cannot  discover  that  any  sums  were  paid,  or  any  entries,  false 
or  otherwise,  were  made  to  cover  payments  for  the  purpose  of 
maintaining  the  power  or  influence  of  the  officers.  The  books 
seem  to  have  been  most  carefully  and  correctly  kept,  and  with 
no  intention,  as  I  can  discover,  of  deceiving  or  imposing  upon 
the  Board  of  Trustees  or  the  policy-holders. 

•Fourth.  That  the  President  and  Vice-President  had  impro¬ 
perly  procured  the  restoration  of  policies  which  had  been  for¬ 
feited  or  surrendered  ;  that  they  had  paid  excessive  surrender 
values  for  policies  to  quiet  opponents  and  gratify  friends  ; 
that  they  had  withheld  post-mortem  dividends  from  represen¬ 
tatives  of  deceased  members,  contrary  to  the  charter. 

The  investigation  of  this  charge  was  particularly  searching. 
Although  one  or  two  instances  of  the  restoration  of  policies 
were  such  as  the  Superintendent  would  not,  perhaps,  acting 
as  an  officer  of  the  company,  have  deemed  wise,  still  the  most 
thorough  examination  of  the  subject,  and  careful  consideration 
of  all  the  testimony,  has  satisfied  me  that  these  cases  were  en¬ 
tirely  within  the  discretionary  powers  of  the  officers  and  trus¬ 
tees  acting  in  these  matters,  and  that  there  was  no  fraud  or 
unauthorized  action,  and  that  it  is  outside  of  the  province  of 
the  Superintendent  to  pass  judgment  upon  the  mere  question 
of  the  judicious  or  injudicious  exercise  of  an  existing  discre¬ 
tionary  power.  It  did  appear  that  the  company  had  upon  one 
or  two  occasions  been  imposed  upon  by  parties  who  were  or 
had  been  agents  of  the  company  obtaining  a  larger  surrender 
value  for  policies  than  would  otherwise  have  been  paid,  upon 
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tlie  representation,  which  they  failed  to  carry  out,  that  they  in¬ 
tended  to  use  the  sum  so  received  in  effecting  a  new  insu¬ 
rance  in  the  company.  Means  have  been  adopted,  however, 
of  preventing  a  recurrence  of  such  cases. 

The  question  in  relation  to  post-mortem  dividends  seems  to 
have  been  one  which  has  excited  much  discussion,  and,  I  am 
sorry  to  believe,  some  little  unpleasant  feeling  between  the 
officers  and  the  able  actuary  of  the  company.  Gentlemen  of 
distinguished  ability  outside  of  the  company  have  been  called 
upon  to  consider  and  report  upon  the  questions  at  issue.  It 
is  sufficient  for  the  purposes  of  this  report  to  say,  that  there  is 
no  evidence  causing  in  my  mind  any  doubt  of  the  honesty  of 
purpose  of  either  the  officers  or  actuary  in  relation  to  their 
action  upon  this  subject 

Fifth.  It  was  charged  that  the  Vice-President,  Mr.  Mc¬ 
Curdy,  had  abused  his  trust  in  his  management  of  the  agency 
department,  for  the  purpose  of  pecuniary  gain  to  his  relatives. 

I  might  well  dispose  of  this  charge  by  simply  saying  that,  in 
my  opinion,  the  evidence  entirely  failed  to  sustain  it  The 
apparent  earnestness,  however,  with  which  it  was  presented, 
and  the  extended  examination  given  it,  will  justify,  if  they  do 
not  demand,  a  more  extended  consideration.  The  charge  was 
based  upon  the  fact  that  a  general  agent,  appointed  under  the 
auspices  of  the  Vice-President,  was  his  brother-in-law,  and 
that,  after  acting  some  time  as  such  agent,  this  gentleman  had 
unfortunately  become  deranged  in  his  mind,  and  unfit  to  con¬ 
duct  the  business,  and  that,  notwithstanding,  he  was  for  some 
time  thereafter  continued  as  such  agent,  and  paid  commis¬ 
sions  upon  business  done  through  his  agency.  The  testi¬ 
mony  fully  established  the  fact  that  this  agent  (common  de- 
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cency  and  a  proper  'regard  for  the  feelings  of  his  friends  in¬ 
duce  the  omission  of  his  name)  was  an  entirely  competent 
person  for  the  position  when  appointed  ;  that  he  was  paid 
only  upon  the  actual  business  done  through  his  agency,  and 
at  the  same  rate  as  other  general  agents.  That  he  was  not 
removed  immediately  upon  his  lamentable  affliction  having 
overtaken  him  is,  to  my  mind,  neither  a  crime  nor  a  breach 
of  trust.  Upon  its  appearing  that  there  was  no  probability  of 
his  speedy  recovery,  he  was  displaced.  The  evidence  dis¬ 
closed  no  breach  of  trust  or  mismanagement  of  the  agency 
department  of  the  company  by  Mr.  McCurdy. 

Sixth.  Finally,  several  charges  were  made  which  were  ge¬ 
neral  in  their  character,  specifying  no  particular  acts  or  omis¬ 
sions,  but  imputing  misconduct  and  illegal  practices  to  the 
officers,  and  complicity  on  the  part  of  the  trustees. 

No  evidence,  except  such  as  was  adduced  under  specific 
charges  already  considered,  was  presented  to  sustain  these 
sweeping  allegations  of  corruption  and  mismanagement.  Very 
nearly  if  not  quite  all  of  these  charges  have  been  the  subject 
of  investigation  by  the  Board  of  Trustees,  aided  by  a  committee 
appointed  for  the  purpose,  and  the  conduct  and  management 
of  the  officers  have  been  fully  approved.  In  this  investigation 
I  have  discovered  nothing  either  to  cause  me  to  distrust  the 
fidelity  or  ability  of  the  trustees,  or  the  correctness  of  their 
conclusions. 

Having  undertaken  the  examination  of  the  affairs  of  this 
great  company,  (besides  the  special  charges  already  consi¬ 
dered,)  I  have  continued  it  until,  by  a  personal  inspection  of 
the  assets,  and  a  general  investigation  of  the  methods  of  busi¬ 
ness,  as  well  as  a  review  of  the  history  of  the  company,  I  feel 
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prepared  to  declare  as  my  opinion  that  the  condition  and  stand¬ 
ing  of  The  Mutual  Life  Insurance  Company  of  New-York  is 
such  as  entitles  it  to  the  confidence  of  the  public  and  the  high 
position  it  has  so  long  occupied  ;  that  it  has  acquired  this 
leading  and  magnificent  position,  is  most  unquestionably  in  a 
great  measure  due  to  the  efficiency,  ability,  and  fidelity  of  those 
intrusted  with  its  management  It  was  organized  by  special 
act  in  1842,  and  was  the  first  Mutual  Life  Insurance  Company 
of  this  State.  The  present  chief  executive  officer,  Mr.  Frede¬ 
rick  S.  Winston,  became  its  President  in  1853,  at  which  time 
the  assets  of  the  company  amounted  to  $2,018,776.  The  num¬ 
ber  of  policies  then  in  force  was  6773,  insuring  the  amount  of 
$17,556,133.  On  the  first  of  January,  1870,  the  assets  of  the 
company  had  increased  to  the  enormous  sum  of  $37,579,169. 
The  number  of  policies  then  in  force  was  68,072,  insuring 
$236,943,902.  The  income  of  the  company  for  the  year  1869 
was  about  $15,000,000.  Of  the  assets,  over  $27,000,000  is  in¬ 
vested  in  bonds  and  mortgages  upon  real  estate,  all,  except 
about  $2,000,000  in  New-Jersey,  being  upon  real  estate  situate 
in  this  State.  The  assets  of  the  company  were  found  to  cor¬ 
respond  with  its  annual  statement  thereof  made  to  the  Insu- 

• 

ranee  Department.  They  are  of  the  highest  order  of  securities, 
and  have  been  safely  kept  ^  It  is  a  fact  worthy  of  remark,  that 
the  strictest  scrutiny  into  the  management  of  ^this  company, 
during  the  past  sixteen  or  seventeen  years,  during  which  such 
a  vast  amount  of  business  has  been  done,  and  such  immense 
sums  of  money  have  been  received  and  invested,  not  one  dol¬ 
lar  is  discovered  to  have  been  lost  by  the  embezzlement,  de¬ 
falcation,  or  breach  of  trust  of  any  officer  or  trustee.  It  is 
perhaps  not  strange  that  such  success  should  excite,  not  onty 
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generous  rivalry  in  this  great  field  of  business  enterprise,  but 
also  some  jealousy  as  well  as  personal  animosities  and  criticisms. 
It  is  to  be  regretted  that  in  any  case  the  ^officers  or  agents  of 
one  company  should  resort  to  a  vilification  of  another  company 
otr  its  officers,  with  a  view  to  advancing  the  interests  of  their 
own  company  or  themselves.  If  there  are  charges  affecting 
the  standing  of  a  company,  or  the  legality  of  its  management, 
seriously  made  upon  primd  facicy  reasonable  grounds,  to  the 
Superintendent,  he  will,  as  in  this  case,  deem  it  his  duty  as 
soon  as  practicable  to  investigate  them.  In  making  these 
remarks,  no  reference  is  had  to  any  company  or  person  in 
particular.  They  are  merely  aimed  generally  at  what  I  have 
conceived  to  be  a  pernicious  practice.  In  concluding  this  re¬ 
port,  I  would  say  that  I  entered  upon  this  examination,  cer¬ 
tainly  not  predisposed  to  extend  any  special  favor  to  the  com¬ 
pany,  but  fully  determined  to  probe  to  the  bottom  all  com¬ 
plaints^  and,  so  far  as  I  was  able,  to  mete  out  equal  and  exact 
justice.  This  to  the  best  of  my  ability  I  have  done.  Personal 
examinations  of  the  affairs  of  companies  will  be  more  frequent 
under  the  present  than  they  were  under  the  late  administra¬ 
tion  of  the  Insurance  Department 

It  will  be  gratifying  if  those  examinations  disclose  no  greater 
irregularities,  nor  cause. more  serious  apprehensions  for  the 
future  of  the  companies  examined,  than  this  has  done.  If  any 
of  our  Life  Insurance  Companies  are  sound  and  reliable.  The 
Mutual  Life  must  be  one  of  them. 

I  cannot  close  this  report  without  expressing  my  appre¬ 
ciation  of  the  indefatigable  energy  and  research  and  the  val¬ 
uable  assistance  of  Mr.  J.  W.  McCulloh  throughout  the  in¬ 
vestigation,  and  my  acknowledgments  to  the  various  officers 
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and  trustees  of  the  company  for  their  ready  compliance  with 
all  requirements,  and  their  general  courtesy. 

In  language  which  I  have  before  used,  I  will  only  add,  “  My 
examination  has  satisfied  me  that  the  company  has  been  ma¬ 
naged  with  peculiar  ability  and  integrity,  and  that  its  condition 
is  erninently  sound.” 

GEORGE  W.  MILLER,  Superintendent. 

State  of  New- York,  I 

Insurance  Department,  > 

Albany,  May  28,  1870.  ) 


